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MEMORANDUM

To: Members
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From; Senator Mark Miller
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Date: January 13, 2010

Re: Department of Health Services Report on Implementation of the
Hospital Assessment

Altached is a report on implementation of the hospital assessment from the
Department of Heatth Services, pursuant to s. 50.38(7}, Stats.

This report is being provided for your information only. No action by the
Committee is required. Please feel free o contact us if you have any questions.
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State of Wisconsin
Department of Health Services

Jim Doyle, Governor
Karen E. Timberlake, Secretary

January 7, 2010

Senator Mark Miller
Room 317 Fast

State Capitol

P.O. Box 7882

Madison, W1 53707-7882

Representative Mark Pocan
Room 309 East

State Capitol

P.O. Box 8953

Madison, W1 53708

Dear Senator Miller and Representative Pocan:

In accordance with s. 50.38 (7), Wisconsin statutes, | am submitting a report on the implementation of the
hospital assessment during state fiscal year 2009.

The hospital assessment has been a great success. [t has allowed the Depariment of Health Services to
significantly increase Medicaid reimbursement rates to hospitals throughout the state, ensuring access to vital
health care services for members and reducing cost shifting within the health care system.

Because Wisconsin’s investment in Medicaid is matched with federal Medicaid dollars, the assessment
allowed the state to collect approximately $1.65 in federal funding for every $1 of revenue collected through
the assessment. During the first vear of enactment, hospitals paid aimost $336 million in assessments and
received almost $582 million in increased Medicaid payments. In aggregate, hospitals saw a net benefit
from the assessment of nearly $246 million. The state saw a segregated revenue gain of about $130 million
from the assessment.

In addition, the assessment provided critical initial support to the expansion of the BadgerCare Plus Core
Plan to Wisconsin adults with no dependent children. The Core Plan extends affordable health insurance to
those in need and will reduce the cost of uncompensated care for hospitals. As of December, more than
60,000 Wisconsin residents are covered by the Core Plan.

At a time when health care costs and uncompensated care costs are on the rise throughout the nation, the
hospital assessment has allowed Wisconsin to invest almost $250 million into Medicaid to support hospitals
while also reducing their costs of uncompensated care. In turn, Wisconsin has been able to maintain its
reputation as a leading state in providing affordable access to health care to its residents.
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As this is the first year of the hospital assessmient, I have attached supplemental information comparing the
assessment results to what the department modeled in May 2009. This comparison shows that in most cases
hospital’s net benefits tracked closely with the May model.

Variations in results as compared to the May model were peneratly caused by changes in utilization and case
mix from the assumptions in the model.

If you have any additional questions or concerns or would like additional information, please contact Jason

A. Helgerson at (608) 266-8922.

Sincerely,

Ve S QB Lln

Karen E. Timberlake
Secretary



State Fiscal Year 2009 Hospital Assessment Report

Attached is a report that illustrates the success of the hospital assessment and the effect it has had on hospital
rates. The department has not conducted any audits relating to the hospital assessment and thus has no report
on audits and/or actions taken by the department as a result of the audits.

Pages 1-2 Individual Hospital Assessment Payments and Revenues

Column 1, which addresses s. 50.38 (7) (a), represents the amount each eligible hospital paid under the
hospital assessment.

Column 2, which addresses s. 50.38 (7) (¢), represents the amount of assessment funding each eligible
hospital received from the health maintenance organizations (HMO).

Column 3, which addresses s. 50.38 (7) (d), represents the total amount of payment increases the department
made in connection with the hospital assessment for inpatient hospital services that are reimbursed on a fee-
for-service basis. These amounts include pay-for-performance payments made to hospitals for inpatient
services.

Column 4, which also addresses s. 50.38 (7) (d), represents the total amount of payment increases the
department made in connection with the hospital assessment for outpatient hospital services that are
reimbursed on a fee-for-service basis.

Column 5, which also addresses s. 50.38 (7) (d), represents the total increase in fee-for-service rates due to
the assessment (the sum of columns 3 and 4),

Column 6, which addresses 50.38 (7) (e), represents the total amount of fee-for-service payments the
department made to hospitals (access payments plus hospital base rates).

Page3 Health Maintenance Organization Assessment Payments

This chart, which addresses s. 50.38 (7) (b), represents the amount the department paid each HMO in
connection with the hospital assessment. This is the amount paid for BadgerCare Plus inpatient and
outpatient services and Social Security Insurance (SSI) Managed Care inpatient and outpatient services. For
state fiscal year 2009, the biennial budget (2007 Act 20) established the basis for how HMOs should pay
hospitals. Note the assessment funding provided to HMOs matches the funding HMOs paid to hospital
under column 2 of the Individual Hospital Assessment Payments and Revenues Chart.

Page 4 Capitation Rates

The department does not caleulate HMO specific capitation rates. Instead, HMO capitation rates are
calculated by region of a variety of age/gender groups. These charts, which address s. 50.38 (7) (f), represent
the statewide average for HMO capitation rates based on inpatient and outpatient services. The top charts
show the all funds (state and federal funds) amount of the capitation payment. The bottom charts represent
the average general purpose revenue portion of the capitation payments.




Page 5 Supplemental Svstem Level Comparison of Actual Results to May 2009 Projection

This supplemental chart compares hospital system level results for the assessment to the Department’s May
2009 projection for the assessment. Overall, the statewide variation between the model and the final results
was less than 0.5%.

Pages 6-8 Supplemental Individual Hospital Comparison of Actual Results to May 2009 Projection
This supplemental chart compares individual hospital results for the assessment to the Department’s May
2009 projection for the assessment. Overall, the statewide variation between the model and the final results
was less than 0.5%. While the overall statewide variations small, some individual hospitals had large
variations often due to significant changes between projected and actual case mix and MA member
utilization,
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